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GATT Annual Report 


The annual report for 1960 of the General Agreement 
on Tariffs and Trade—ZInternational Trade, 1960— 
shows that world exports in 1960 rose at a faster rate 
than in any year since 1955; they increased by 11 per 
cent, to a record figure of $125 billion. On the other 
hand, the growth in world commodity output in 1960 was 
6 per cent, compared with 7 per cent in 1959; industrial 
production increased by 7 per cent (10 per cent in 
1959). The United States contributed largely to all 
three results, the mild recession curtailing output, while 
U.S. exports increased substantially. Other differential 
movements noted included an acceleration of growth in 
exports from the European Economic Community 
(EEC), an increase in exports from the industrial 
countries to the nonindustrial countries, coupled with 
some slowing down in their exports to other industrial 
countries, and an all-round increase of trade with the 
Eastern bloc. It is noted also that discrepancies in price 
levels have arisen as a result of the differing rates of 
economic growth during the 1950's, and that these have 
had an increasingly important influence on the direction 
of trade. 

World trade in primary products rose by 8 per cent 
both in volume and in value ($3.9 billion); trade in 
industrial products increased by 12 per cent in volume 
and 15 per cent in value ($8 billion). The proportion 
of manufactures from the industrial countries remained 
at 81 per cent in exports to nonindustrial countries and 
rose from 58% per cent to nearly 65 per cent in exports 
to other industrial countries; such exports to the 
Eastern bloc also gained ground. 

Prices of foodstuffs and of minerals, which had fallen 
each year since 1956, declined again in 1960, except 
for meat, tea, and tin. On the other hand, the average 


International Liquidity Problems 

A working group of the Monetary Commission of 
the European Economic Community, under the chair- 
manship of Dr. O. Emminger, a member of the Board 
of the Deutsche Bundesbank, has completed an investi- 
gation of international liquidity problems. Criticism was 
expressed by the group on the method of establishing 
the adequacy of international liquidity by relating total 
reserves to the volume of world imports; this failed to 
take into account, amongst other factors, the liquidity 
potential available in international institutions, and also 
failed to reflect the connection between liquidity and 
the changing balance of payments positions of the lead- 


prices of agricultural raw materials became firmer, the 
main exceptions being rubber and wool. International 
trade in foodstuffs (excluding the Eastern bloc) rose 
by 3 per cent in value; there were substantial increases 
in the volume of exports of wheat and wheat flour, 
cocoa, sugar, citrus fruit, and rice. Stocks of wheat 
rose by 8 per cent, of coarse grains in North America 
by 11 per cent, and of butter by 40 per cent. Stocks of 
sugar, coffee, and cocoa beans also increased, those 
of the last-mentioned by some 50 per cent. Mineral 
imports into Western Europe rose sharply, affecting 
particularly copper and aluminum from the United 
States, copper from Chile, tin from Malaya, and nickel 
from Canada. Agricultural raw materials that were 
exported in greater volume included cotton and coconut 
products (25 per cent greater), soybeans (16 per cent), 
and olive oil (40 per cent); on the other hand, exports 
of natural rubber fell by 11 per cent, those of ground- 
nuts by 12 per cent, and those of jute by 9 per cent. 

World exports of manufactures were valued at 
$67.5 billion in 1960. In the first half of the year the 
increase over the corresponding period in 1959 was 
20 per cent and in the second half, 11 per cent. In the 
early part of 1961 the rate of growth declined further. 
For the year, exports from the EEC, the United States, 
and Japan increased by nearly 19 per cent, by 17 per 
cent, and by 20 per cent, respectively, those from the 
United Kingdom increased by 7 per cent, and those of 
the rest of the European Free Trade Association by 
19 per cent. 

The report gives fuller details of trade in individual 
commodities and by specific countries. 


Source: GATT Press Release, Geneva, Switzerland, 
November 3, 1961. 


ing countries. In stressing the importance of action to 
correct a disequilibrium, the report warns against the 
erroneous interpretation, which may be derived from the 
use of an inadequate measure of liquidity, that once 
international liquidity had been enlarged deficit coun- 
tries would no longer have to impose on themselves the 
reforms needed to restore external equilibrium. The 
group stressed that between the fear of deflation induced 
by liquidity shortage and of creeping inflation, it was 
the latter that was still the principal problem of inter- 
national monetary policy. The problem of a gold 
shortage was still remote. 


Regarding the United States, the view was expressed 
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that it would have to reduce its deficit to a level that 
could be absorbed by the other countries, i.e., that 
should not exceed the amounts by which they were 
willing to increase their U.S. dollar holdings. In the 
immediate future, the most important problem was that 
of offsetting the large short-term movements of specu- 
lative capital, for which purpose it was desirable to have 
additional international arrangements for the period 
needed to restore a sound balance of payments position, 
and in particular to strengthen central bank cooper- 
ation, as at the time of the revaluation in March 1961 
of the deutsche mark and the Netherlands guilder. 
Moreover, since this action was limited in time and 
scope, it should be reinforced by the provision of 
credit facilities within the framework of the competent 
international institutions. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland. 
October 25, 1961. 


Europe 


“Leads and Lags”’: the U.K. Experience 


A study by Mr. Samuel I. Katz, published in the 
Princeton series, Essays in International Finance, dis- 
cusses the effect of “leads and lags” in trade payments 
upon the reserves of the sterling area in 1955-58. 
Mr. Katz points out that whereas short-term capital 
flows before 1939 were characteristically motivated by 
a search for profits, those since the war have been 
primarily risk-avoiding. By adjusting the timing of 
receipts and payments, both British and foreign export- 
ers and importers were able, at little or no cost to 
themselves, to reduce their risks of sustaining losses 
should sterling be devalued. The requirement of 
Article IV, Section 3(i), of the Fund’s Articles of 
Agreement, that the exchange rate should be held within 
1 per cent of parity, coupled with the extreme improb- 
ability of sterling being appreciated, limited the maxi- 
mum risk involved in an open short position to the 
range of 1.4 per cent to 2 per cent. 

A rough index of the magnitude of these “leads and 
lags” between 1955 and 1957, constructed by compar- 
ing the monthly trade and the monthly payments 
statistics published by the Organization for European 
Economic Cooperation (OEEC), shows peaks which 
closely coincide with the periods of market pressure on 
the sterling exchange rate. During 1957, moreover, these 
peaks correspond to the peaks in a series constructed 
by the Deutsche Bundesbank to show speculative flows 
of short-term capital into the Federal Republic of 
Germany. Mr. Katz compares the figures derived from 
this index of “leads and lags” with the changes in the 
United Kingdom’s reserves, adjusted for known govern- 
mental capital transactions, for four quarterly periods 
between July 1955 and September 1957; and is able to 


show that, incomplete though the index is, it provides 
an explanation for at least a substantial part of the 
reserve losses sustained in three out of the four periods 
selected. For example, of the adjusted loss of $628 mil- 
lion in reserves between July and September 1957, no 
less than $412 million appears to be accounted for by 
“leads and lags” in U.K. trade with the other OEEC 
countries. 
Source: Sterling Speculation and European Convertibil- 
ity: 1955-58 (Essays in International Finance, 
No. 37, October 1961), Princeton University, 
Princeton, N.J. 


U.K. Bank Rate and Reserves 


On November 2, the United Kingdom’s bank rate was 
reduced from 6% per cent to 6 per cent. The Bank of 
England said that a further step down from the very 
high level to which the bank rate had been raised in 
July could be justified by the continued strength of 
sterling in the exchange markets, and could be made 
without detracting from the force of the credit restric- 
tions which it was still necessary to maintain in full. 

U.K. reserves of gold and convertible currencies fell 
by £8 million in October, to £1,261 million ($3,530 mil- 
lion). This was after the United Kingdom had repur- 
chased £100 million from the International Monetary 
Fund (see this News Survey, Vol. XIII, p. 343) and had 
repaid £4 million of bilateral debts under the former 
European Payments Union, as well as a further small 
amount due to European central banks under the Basle 
agreement; and after the Nigerian Government had 
withdrawn £11 million in its sterling balances to be held 
in other currencies. Asa result of the latest repayments, 
no debts are outstanding under the Basle agreement 
except for £18 million owed to Switzerland, which will 
be paid at the end of 1961 from a loan to be launched 
in Switzerland (see this News Survey, Vol. XIII, p. 343). 
Apart from these special transactions, U.K. reserves 
would have risen by at least £110 million, reflecting the 
turn round in “leads and lags” in favor of London and 
an inflow of foreign funds attracted by London’s high 
interest rates. The U.K. Treasury has emphasized that 
most of the gain in the reserves in the last three months 
has come from a reversal in payments (delays in pay- 
ments to the United Kingdom being ended and normal 
balances in London rebuilt), rather than from a heavy 
inflow of hot money. 


Source: The Times, London, England, November 3, 
1961. 


Interest Rates in Ireland 


Rates of interest paid and charged by Irish commercial 
banks, which had been reduced by % per cent on 
October 10, were lowered further with effect from 
November 9, following the second reduction of the 
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British bank rate. The rate of interest paid on deposits 
of £25,000 and over was reduced by % per cent, to 
3% per cent, and the rate applied to amounts of less 
than £25,000 was cut by % per cent, to 2 per cent. 
The bank overdraft rate was reduced by % per cent, 
to 6% per cent, with consequential changes in other 
lending rates. 


Source: The Financial Times, London, England, No- 
vember 8, 1961. 


Norwegian Loan in the Netherlands 


The City of Oslo has signed a contract with a 
consortium of Dutch banks for the floating of a 20-year 
5 per cent loan of f. 30 million ($8.3 million) on the 
Netherlands capital market. The bonds were offered for 
public subscription at par at the end of October. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, October 26, 1961. 


Economic Situation in Sweden 


The Swedish economic scene continues to be domi- 
nated by the steady expansion of output sustained 
by sharply rising consumer demand, a high level of 
investment, and favorable conditions for exports. It is 
estimated that private consumption, on a seasonally 
adjusted basis, will show a rise of about 2.5 per cent in 
real terms from the first half to the second half of 1961, 
with purchases of motorcars and consumer durable 
goods rising particularly strongly. This means that, for 
1961, consumer expenditures, measured at constant 
prices, will be about 6 per cent above the level recorded 
last year. The strong increase in consumer spending is 
supported by the sharp rise in wages, mainly as a result 
of an exceptionally marked wage drift, which accounted 
for nearly two thirds of the 9 per cent estimated rise in 
actual earnings in 1961. Since the autumn of 1960 
consumer prices have risen by about 2.5 per cent, and 
a further rise in prices is expected. 


Investments in industrial plant and equipment are 
expected to be about 10 per cent higher in 1961 than 
in 1960; investments in industrial building appear to 
have moderated slightly, but not those in machinery and 
equipment. Residential building is estimated to be 
4-5 per cent higher in 1961. 


In 1961, the total volume of exports is estimated to 
be 5 per cent higher than in 1960. Prospects for exports 
of engineering goods are considered as very favorable, 
but exports of forestry products and of iron and steel 
have lately been adversely affected by a tendency in 
Western European countries to reduce stocks and by 
increasing competition, especially from North America. 
This has also been reflected in an increase in domestic 
stocks, particularly of forestry products. Imports are 
likely to rise by no more than 3 per cent, in spite 


of a very sharp increase from the first half to the 
second half of 1961. 

The gold and net foreign exchange reserves of the 
Riksbank and the commercial banks taken together 
amounted to SKr 3,684 million ($710 million) at the 
end of September, an increase of nearly SKr 800 million 
since the beginning of the year. 


Source: Svenska Handelsbanken, /ndex, No. 5, Stock- 
holm, Sweden. 


Proposed Tax Reform in Sweden 


The Swedish Government has announced plans for a 
rather drastic reform of the country’s tax system, aiming 
in particular at a reduction in the income tax progres- 
sion, which is thought to have become an undesirable 
impediment. to personal initiative. State and municipal 
income taxes are to be reduced considerably. To help to 
replace the loss in revenue, estimated at SKr 1,125 mil- 
lion ($220 million) per annum, or some 8 per cent of 
total tax revenue, it is intended to raise the retail sales 
tax, which was introduced on January 1, 1960 (see this 
News Survey, Vol. XII, p. 191), from 4 per cent to 
6 per cent and to increase the tax on mineral oil. 

The changes in the income tax structure are specially 
designed to ease the tax burden on the low and medium 
income groups, which has risen sharply with the con- 
siderable rise in wages and salaries. Under the proposed 
new legislation, small incomes of up to Skr 2,400 ($460) 
per annum will be entirely free from taxation. Single 
persons with incomes ranging up to SKr 10,000 per 
annum (formerly SKr 7,000) and married persons with 
incomes up to SKr 20,000 per annum (formerly 
SKr 14,000) will have to pay a proportionate state tax 
of 10 per cent. The marginal tax rates on additional 
earnings up to SKr 30,000 per annum will also be 
reduced considerably. The tax allowances provided 
under municipal taxation are to be increased. To com- 
pensate the municipalities for the ensuing financial 
losses, they will receive larger contributions from the 
Government. 

State pensions and assistance payments to families 
with children will be augmented to offset price increases 
expected as a result of the rise in indirect taxes. On 
balance, the reform is estimated to entail a net reduction 
in tax revenue of about SKr 300 million, which is 
roughly equivalent to the budget surplus achieved in 
the fiscal year 1960-61. 


Source: Svenska Dagbladet, Stockholm, Sweden, No- 
vember 2, 1961. 


interest Rates in Denmark 


In a recent speech, the Danish Minister of Economic 
Affairs, Mr. Kjeld Philip, expressed the view that the 
discount rate of the National Bank would not be reduced 
before the Bank had assured itself of the effectiveness 
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of the fiscal measures now proposed (see this News 
Survey, Vol. XIII, p. 335). The Minister stated that 
the Government was determined to protect the existing 
foreign exchange reserves, but that some further decline 
in them during the coming months would be unavoid- 
able. It would thereafter be necessary to rebuild the re- 
serves, and the National Bank would be well advised to 
maintain a high level of interest rates during this phase. 
Source: Bérsen, Copenhagen, Denmark, October 25, 
1961. 


Germany's Foreign Exchange Reserves 

In October, the net gold and foreign exchange 
holdings of the Deutsche Bundesbank declined by 
DM 906 million ($227 million), to DM 26.6 billion 
($6.7 billion) at the end of the month: DM 5.9 billion 
below the peak figure of DM 32.5 billion reached 
on April 21, 1961. 

Advance debt repayments totaling DM 3.1 billion 
(see also this News Survey,- Vol. XIII, p. 141) and 
net transfers of DM 1.1 billion to the International 
Monetary Fund, mainly in connection with the United 
Kingdom’s drawing on the Fund, accounted for the 
major part of the DM 5.9 billion decline in the net 
foreign assets. The substantial official commitments for 
development aid have also begun to be reflected in a 
steadily rising official capital outflow. 

On private long-term capital account there has been a 
change from a net inflow of DM 923 million in the 
first half of 1961 to a small net outflow of DM 59 mil- 
lion in the third quarter, mainly as a result of consid- 
erable net sales of German bonds by foreigners. 

A build-up of substantial short-term positions abroad 
by German banks and the repatriation of foreign-owned 
funds have also been important offsetting factors in the 
over-all balance of payments situation, which is still 
dominated by large surpluses on current account. At the 
end of September, foreign short-term claims by German 
banks were about equal to liabilities, an improvement 
in the net position of about DM 2.5 billion since the 
end of 1961. In addition, direct borrowing abroad by 
German business has declined substantially since 
August, and the balance on unidentified transactions 
(including “leads and lags” in payments, and errors and 
omissions) has moved into considerable deficit. 
Sources: Deutsche Bundesbank, Monatsberichte, Octo- 

ber 1961, and Ausziige aus Presseartikeln, 
November 1961 (quoting from Deutsche Bank 
A.g., Wirtschaftliche Mitteilungen, October 
1961), Frankfurt am Main, Germany. 


Belgium's Economic Problems 

The report of the Organization for European Eco- 
nomic Cooperation on Belgium, recently published, 
concludes that after a period of rapid expansion in the 
immediate postwar years the country’s progress has 
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tended to slow down. This is partly because “the pro- 
ductive mechanism has aged owing to the large 
place occupied by industries which are slow in growing 
or are in structural decline” and partly because Belgium 
“specializes in the manufacture of semifinished products, 
which are highly sensitive to international economic 
trends. . - 

Expansion in 1961, which is expected to be at a 
slower rate than in 1960, will depend mainly on the 
development of private investment and of exports. 
Internal savings, 6.9 per cent of which between 1955 
and 1959 went into exports of private and public capital, 
should be ample for an ambitious investment program 
if their use is well planned; in this connection, public 
investment should be intensified, particularly in the 
field of public works. 
needed of the fiscal system, 
including economies in transfer payments and increases 
in taxation, should be “such that fluctuations in receipts 
would closely follow those of the economic cycle and 
would thus become a stabilizing factor . 


An urgently reform 


Attention is drawn to the diminishing receipts from 
transactions in invisibles with the Congo. The resulting 
loss of income might be offset by a redirection of goods 
and services, which is already in hand, and by a reduc- 
tion in exports of capital. The economic development 
program should assist by encouraging Belgian capital to 
remain in the country, and by strengthening its capacity 
to produce acceptable exports. No immediate anxiety 
about the balance of payments need be felt because of 
the size of the reserves available to Belgium “in the 
form of gold and foreign exchange and in the form of 
drawing rights on the International Monetary Fund.” 

“Belgium,” the report concludes, “holds many trump 
cards. Its industry is already powerful, labor is skilled 
and plentiful . . . and considerable capital is available. 
Finally, costs in Belgium . . . are now more favorable 
owing to the limited rise in wages in that country and 
to the revaluations of the deutsche mark and the florin. 
If the whole nation joins in the firm resolve of the 
public authorities to speed up economic development, 
and if the initiative of private entrepreneurs is liberally 
enlightened and sustained by the impetus of the State, 
there can be no doubt that the Belgian economy is well 
able to enjoy a rapid and uninterrupted expansion.” 


Source: Organization for European Economic Cooper- 
ation, Economic Conditions in Member and 
Associated Countries of the OEEC: Benelux, 
Paris, France, July 1961. 


Investment in Italy 


In a speech before the Italian Chamber of Deputies, 
the Minister of Industry, Mr. Colombo, stated that gross 
investment in industry in 1961 was expected to reach 
a record level of Lit 1,463 billion ($2 billion); this 
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implies a 20 per cent increase over 1960, compared 
with a 23 per cent increase in 1960 over 1959. Of the 
total investment in 1961 about 30 per cent would be 
located in the South. The Minister said that the policy 
of the Government was to attract to the South a bigger 
share of total investment. Credit facilities would be a 
major instrument for that purpose. 

Law No. 623 of July 30, 1959 (providing for special 
credit to small and medium-sized enterprises) is 
expected to be modified in order to increase the limit 
for individual loans to enterprises in the South to 
Lit 1-1.5 billion; for enterprises located in the indus- 
trialized areas of Northern Italy, the limit will be 
Lit 100 million. The capital of three institutions for 
providing special credits for the South will be increased 
fivefold. This implies not only an increase in their own 
finaricial resources but also an enlargement of their 
capacity to borrow in the capital market. 


Source: 24 Ore, Milan, Italy, November 1, 1961. 


West German Aid to Cyprus 


The Federal Republic of Germany has agreed to grant 
Cyprus DM 12 million ($3 million) in capital aid; also 
at least DM 20 million ($5 million) in long-term credits 
for the delivery of German investment goods. In addi- 
tion, Germany will contribute DM 1.3 million toward 
geographical and water surveys in Cyprus. 

Source: The Financial Times, London, England, Octo- 
ber 31, 1961. 


Labor Productivity in the Soviet Union 

Labor productivity is a key factor in the ambitious 
20-year economic plan recently discussed at the 
22nd Congress of the U.S.S.R. Communist Party. The 
plan calls for industrial output to reach two and a half 
times the 1960 level in the next 10 years and at least 
six times this level by 1980. At the same time, the 
working week is to be reduced to 34-36 hours by 1970, 
with a further reduction in the following 10 years. 
Labor productivity per worker is to be doubled, accord- 
ing to the plan, in the next 10 years, and increased by 
four to four and a half times in 20 years. This will 
require a still greater increase in man-hour productivity, 
because of the reduced working hours. 

It is admitted—on the basis of Soviet calculations 
published in 1959—that output per worker, at present, 
is only about 40-50 per cent of that in the United States; 
but it is calculated that by 1980 this gap will have been 
closed, and that labor productivity in the U.S.S.R. will 
be double the present U.S. level and about 30 per cent 
ahead of the U.S. level in 1980. This is allowing for a 
3-3% per cent annual increase in the United States, the 
highest figure conceded by most Soviet experts. 

Discussing the reasons for the present low productiv- 
ity in the Soviet Union, the August issue of Voprosi 


Ekonomiki mentions as an important factor the lag in 
electric power production. In 1958, U.S. power produc- 
tion was three times, and power consumption in industry 
double, that of the U.S.S.R., and the aggregate power 
of primary motors was much greater. Out-of-date equip- 
ment is another factor; four key economic regions are 
cited where 26-29 per cent of metal-cutting lathes are 
over 20 years old. Because of a low level of mechani- 
zation and automation, half of the industrial labor force 
(reported at 17 million) is engaged in low productivity 
occupations, such as maintenance, transport, and other 
subsidiary processes. In the 1956-59 period, output per 
Soviet worker increased at between 6 and 7 per cent 
annually, with the greatest increases in the oil, engineer- 
ing, building materials, and timber industries. Coal 
mining and the textile industry lagged behind the 
average. About half of the increased labor productivity 
in the current 7-year plan period, which ends in 1965, 
is to be achieved by new plant and technology, and 
similar improvements are to be made at an accelerated 
pace during the following 15 years. 


Source: The Financial Times, London, England, Octo- 
ber 17, 1961. 


Africa 
Exchange Rate for the Congo Franc 


By a decision of the Monetary Council of the 
Republic of the Congo, effective from November 6, 
1961, the present official exchange rate for the Congo 
franc (50 francs = US$1.00) will henceforward apply 
to only 80 per cent of the foreign exchange proceeds 
surrendered. The balance of 20 per cent will be allowed 
to be negotiated freely with the banks at a rate deter- 
mined by supply and demand. The average of these 
two rates will give a new effective rate which will be 
applied to all outgoing payments. 

At the time when the new exchange arrangement 
came into effect, a rate of about Cong. fr 120-125 = 
US$1.00 was quoted by banks in Leopoldville for the 
freely negotiable 20 per cent of foreign exchange pro- 
ceeds. This resulted in a new effective rate for the 
Congo franc of about Cong. fr 65 = US$1.00. 


Sources: Agence Economique et Financiére, Brussels, 
Belgium, November 5-6, 1961; The Financial 
Times, London, England, November 6, 1961. 


Mali’s First Development Plan 


The Republic of Mali has recently announced its 
first Four-Year Economic and Social Development Plan 
(1961-65). The Plan aims at raising the national 
product by 8 per cent per annum. By 1965, agricul- 
tural production should have increased by 65 per cent, 
food products by 73 per cent, and production for export 
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by 63 per cent. A rise of 270 per cent is expected in 
new buildings and public works. 

The Plan calls for a total investment of CFAF 64 bil- 
lion ($260 million), which would finance groundnut oil 
and sugar factories, cotton ginneries, a cold-storage 
slaughter house, textile mills, and other light industry 
plants, and at least one dam. Under a trade agreement 
just signed, Yugoslavia is providing capital goods 
required under the Plan to a value of $10 million on 
credit; these include complete plants for the processing 
of agricultural produce, air-conditioning equipment, and 
manufacturing plants for building materials and for 
glass and sugar factories. 

The Plan reflects the Republic’s rigorous economic 
policy. Agriculture is to be organized on‘ collective 
lines, after the Israeli example; state buying organiza- 
tions will handle agricultural products; national service 
will be used to provide manpower; and prices will be 
vigorously controlled. While a state monopoly is envis- 
aged for the public utilities industry and for mining, the 
private sector will receive every guarantee provided it 
conforms to the objectives of the Plan (and, in particu- 
lar, to the production targets), accepts government price 
fixing and control, and agrees to undertake training 
programs for African personnel. 


Sources: Le Monde, October 5, 1961, and Marchés 
Tropicaux et Méditerranéens, October 14, 
1961, Paris, France; West Africa, London, 
England, October 7, 1961; Handelsblatt, 


Diisseldorf, Germany, October 26, 1961. 


Commercial and Development Loans in Senegal 


Loans granted by the Banque Sénégalaise de 
Développement during its first year of operation, which 
ended in June 1961, totaled nearly CFAF 10 billion 
($40 million). The financing of groundnut marketing 
by cooperatives was by far the Bank’s largest under- 
taking, accounting for nearly CFAF 7 billion; the 
remaining loans were made for agricultural equipment 
and fertilizers. 

Under Senegal’s new four-year development plan 
(1961-65), the Bank’s yearly loans would reach 
CFAF 13 billion by the end of its second year of 
operation. Of this, CFAF 7.9 billion would take the 
form of capital participations and CFAF 5.1 billion of 
commercial loans. It is expected that the Bank’s avail- 
able resources would reach almost CFAF 8 billion 
in 1964. Beside domestic capital, CFAF 3 billion would 
come from external sources as follows: CFAF 1 billion 
in long-term loans, CFAF 1.3 billion from the French 
Caisse Centrale de Coopération Economique, and 
CFAF 0.7 billion from other sources. 

Under a recent agreement with the Crédit Lyonnais, 
a new commercial bank, the Union Sénégalaise de la 
Banque pour le Commerce et lIndustrie, was estab- 
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lished in September 1961. A large part of its capital of 
CFAF 0.5 billion is held by the Senegal Government, 
the Crédit Lyonnais providing only technical personnel. 


Sources: Afrique Nouvelle, Dakar, Senegal, October 4, 
1961; The Economist Intelligence Unit Ltd., 
Former French Tropical Africa and Liberia, 
London, England, October 1961. 


Ghanaian Trade and Financial Agreements 


The following agreements on trade and financial 
matters have recently been concluded by Ghana. 


Yugoslavia 


This agreement provides for an exchange of goods to 
a total value of £G 2.5 million ($7 million) in each 
direction in 1961-62. It is anticipated that the volume 
of goods exchanged will rise to about £G 5 million in 
each direction in 1964-65. The Yugoslav Government 
has also placed the equivalent of £G 3.6 million at the 
disposal of Yugoslav economic organizations for deliv- 
eries of investment equipment and complete industrial 
plants to Ghana, and Yugoslavia is prepared to consider 
increasing this to £G 5 million when the first credit has 
been fully drawn. The agreement also provides for 
economic and technical assistance to Ghana. 


Czechoslovakia 
The arrangement with Czechoslovakia comprises an 
agreement on the mutual expansion of trade, a five-year 


payments agreement, and agreements on economic 
cooperation. 


Mainland China 


A trade agreement provides for each country to grant 
credits of £G 4 million to the other, settlement to be 
made yearly. China’s exports to Ghana will consist 
mainly of machinery, while Ghana’s exports to China 
will include cocoa, groundnuts, copra, industrial dia- 
monds, tobacco, and coffee. Provision has been made 
for an interest-free loan of £G 7 million to Ghana, to 
be made available over a five-year period beginning 
on July 1, 1962. China will also send technical assist- 
ance to help Ghana’s economic development. 


Sources: Board of Trade Journal, October 20, 1961, 
and West Africa, October 21, 1961, London, 
England. 


Far East and Australasia 


Viet-Nam’s Supplementary Budget for 1961 


The National Assembly voted on October 27, 1961 
a Bill authorizing a supplementary budget totaling 
VN$1,615 million (US$46 million) for both receipts 
and expenditures for the fiscal year 1961. The 1961 
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budget, as originally approved by the National Assembly 
on December 29, 1960, was balanced at VN$14,985 mil- 
lion (see this News Survey, Vol. XII, p. 189). Of the 
additional receipts under the supplementary budget, 
VN$950 million (59 per cent) is expected to come from 
increases in the yield of customs and excise taxes and 
VN$442 million from an increase in the yield of direct 
taxes. National defense will absorb VN$1,160 million 
(72 per cent) of the additional expenditure. 


Source: L’Information du Viet-Nam Economique et 


Financiere, Saigon, Viet-Nam, November 2, 
1961. 


Viet-Nam's Hard Fiber Exports 


The crop this year in Viet-Nam of kenaf (a jute-like 
fiber) is expected to reach 7,000 tons, an increase of 
4,300 tons over 1960. This supply, together with 
reduced needs for kenaf bags resulting from the suspen- 
sion of rice exports, will leave about 5,000 tons avail- 
able for exports, which are expected to go to Japan, 
Hong Kong, Singapore, France, and Italy. 


Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, November 2, 
1961. 


Economic Situation in Japan 


According to a recent survey by the Economic 
Planning Agency, the Japanese economy witnessed a 
phase of calming down in September. The revised index 
of wholesale prices declined by 0.8 per cent, and con- 
tinued to recede in the early part of October. The 
decline in September was due chiefly to large falls in 
the prices of textiles, reflecting financial difficulties and 
unfavorable export markets, and in those of petroleum 
products, reflecting excess supply and the anticipation 
of import liberalization. The seasonally adjusted index 
of mining and manufacturing production, after rising 
slightly, by 0.5 per cent, in August, turned down by 
0.5 per cent (preliminary) in September, although this 
decline was attributable largely to the typhoon. The 
special survey of city banks conducted by the Ministry 
of Finance and the Bank of Japan in October revealed 
a decrease of 7.9 per cent in private investment plans, 
compared with the last survey in June. 


However, private consumption continued to increase. 
The consumer price index increased by 0.3 per cent in 
September, and consumption expenditures, in monetary 
terms, were 13.9 per cent higher in August than a year 
earlier. The continued active consumption was due to 
the increase in personal incomes as a result of increased 
wages and employment. 


Although in September the over-all balance of pay- 
ments recorded a deficit of $112 million, the largest this 
year, the deficit on current account was rather narrowed. 


The money and credit situation was further tightened 
during the month, owing to the Treasury surplus result- 
ing from increased tax revenues and sales of foreign 
exchange, coupled with the stringent monetary policy. 
The increase in loans and discounts by all banks was 
about 5 per cent less than the increase in September last 
year, as the monetary policy took effect; and the issue of 
debentures became more difficult. Some enterprises, 
confronted with financial difficulties, were obliged to 
prolong terms of payment, to squeeze their liquid assets, 
and to resort to increases in capital. The average 
price of stocks fell sharply, and on October 23 was 
about 30 per cent lower than the peak in August. 


Source: Nihon Keizai Shimbun, Tokyo, Japan, Octo- 
ber 27, 1961. 


Philippine Gross National Product in 1960 


The gross national product (GNP) of the Philippines, 
in current prices, is estimated to have increased from 
P 11,376 million in 1959 to P 11,988 million in 1960, 
an increase of 5.4 per cent, compared with 6.5 per cent 
in 1959. In constant (1955) prices an increase of 
only 2.6 per cent is estimated, from P 10,519 million to 
P 10,797 million, against 5.9 per cent in 1959. Follow- 
ing the trend in real GNP, national income in constant 
(1955) prices also increased, but at a slackened rate, 
from P- 9,280 million in 1959 to P- 9,465 million in 1960, 
or by 2.0 per cent, compared with 5.9 per cent in 1959. 


The principal change in expenditures at constant 
(1955) prices was a reduction of 8.8 per cent in gross 
domestic capital formation, from P 860 million in 1959 
to P 784 million in 1960. The deceleration of real 
GNP and national income in 1960 reflected mainly the 
slower growth of agricultural and manufacturing pro- 
duction and a decline in construction and mining output. 


Source: Office of Statistical Coordination and Standards, 


The Statistical Reporter, Manila, Philippines, 
April 1961. 


Decimal Currency in Australia 


The Australian Treasurer, Mr. Holt, has stated that 
Australia, New Zealand, and the United Kingdom had 
not made any firm decision on the simultaneous intro- 
duction of decimal currency. Mr. Holt said that, at the 
recent meeting of Commonwealth Finance Ministers, he 
had pointed out that a decimal currency was unlikely to 
be introduced in Australia before 1965. If more than 
one of the three Governments were to adopt decimal 
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currency, there might be an advantage in their doing so 
at about the same time, with uniformity in the names 
of coins. It was agreed that the Ministers should keep 
in touch on the matter. (See also this News Survey, 
Vol. XIII, p. 279.) 


Source: The Financial Times, London, England, Octo- 
ber 4, 1961 


Western Hemisphere 


U.S. Treasury Borrows Swiss Francs 

The daily statement of the U.S. Treasury for 
November 3 included a statistical table showing that 
Sw F 200 million ($46.3 million) was borrowed from 
the Swiss National Bank during October 1961. The 
loans, made on several dates during the month to 
strengthen the dollar’s international position, are repay- 
able after three months from each date and bear interest 
at 1% per cent per annum. 
Source: The Times, London, England, November 4, 

1961 


Monetary Developments in Peru 

During the third quarter of 1961, the balance of 
payments surplus in Peru had an expansionary impact 
on the monetary circulation. Nevertheless, high marginal 
cash reserve requirements, together with credit cutbacks 
by the Central Reserve Bank, largely absorbed the 
commercial banks’ liquidity. 

Purchases of foreign exchange by the Central Reserve 
Bank led to an increase of S/. 424 million (8 per cent) 
in the monetary circulation during the third quarter; 
the total increment for the first nine months of 1961 
was S/. 670 million (13 per cent). 

On the other hand, Central Reserve Bank credit 
contracted in the third quarter by S/. 101 million, 
while the total contraction for the first nine months of 
this year has been S/. 121 million (3 per cent). For 
the same months in 1960, the net decline had been 
6 per cent. Advances to member banks declined by 
S/. 73 million in the third quarter, while those to the 
Treasury declined by S/. 108 million, but advances to 
the state development banks rose by S/. 64 million. 

By mid-October, the 91 per cent marginal cash 
reserve requirement, to which commercial banks are 
presently being subjected, had neutralized as much as 
S/. 417 million of their liquidity. The money market is 
currently tight, as evidenced on September 30 by 
a S/. 33 million cash reserve deficiency in the com- 
mercial banking system. 

Proof of increasing confidence in the sol is evidenced 
by a favorable trend of savings deposits with commercial 


banks that began at the end of 1959. In 1960, savings 
deposits rose by 18 per cent and in the first eight months 
of 1961 by 10 per cent. The closing of the 1960 fiscal 
year with a budgetary surplus equaling $18 million 
shows that there is also progress in the consolidation of 
public finances. The budget estimate for the 1962 
fiscal year is in balance and is only 6 per cent greater 
than the estimate for the current year. 


Sources: Banco Continental, Report on the Economic 


Situation of Peru, September 1961, and News 
Letter, October 27, 1961, Lima, Peru; Der 
Meaat, Berlin, Germany, October 1961. 


Summary Index 


EEC: Views on International Liquidity 
GATT: Annual Report, 1960 


Australia: Decimal Currency 
Belgium: QEEC Report on Economy 
Congo: Depreciation of Exchange Rate 
Cyprus: Aid from West Germany 
Denmark: Interest Rates 
Germany, Fed. Rep.: Aid to Cyprus 
Foreign Exchange Reserves 
Ghana: Trade and Financial Agreements 
Ireland; Interest Rates 
Italy: Investment Plans 
Japan: Economic Situation 
Mali: Four-Year Development Plan 
Netherlands; Norwegian Loan Issue 
Norway: Loan Issue in Netherlands 
Peru: Monetary Developments 
Philippines: Gross National Product, 1960 
Senegal: Commercial and Development Loans 
Sweden: Economic Situation 
Tax Reform 
Switzerland: Loans to U.S. Treasury 
U.S.S.R 
United Kingdom: Bank Rate and Reserves 
Leads and Lags in International Payments 
United States: Loans from Switzerland 
Viet-Nam: Hard Fiber Exports 
Supplementary Budget, 1961 


Labor Productivity 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund’s views. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 

The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 





pe ee aca 


| 
t 
* 
bg 
‘I 
y 
¥ 
‘ 
Hy 





